PEANING ROC 


[No. 55] 


FULL COMMITTEE CONSIDERATION OF THE REPORT OF THE 
SPECIAL SUBCOMMITTEE ON MILITARY EXCHANGES 


House or REPRESENTATIVES, 
ComMiTTree ON ARMED SERVICES, 
Washington, D. C., Tuesday, July 30,1957. 


The committee met at 10:40 a. m., Hon. Carl Vinson, chairman, 
presiding. 

The pea iter Now, the matter before the committee is a report 
by Mr. Philbin’s subcommittee with reference to PX’s. 

You will recall that sometime at the beginning of this session I 
designated Mr. Philbin, chairman, and four other members to look 
into the question of expanding the sale items at PX’s. 

As a result of that investigation, Mr. Philbin and his subcommit- 
tee, after a great many hearings, have reached a decision, and are now 
ready to submit it for consideration of the committee. 

Mr. Philbin. 

Mr. Putten: Mr. Chairman, we have had several hearings regard- 
ing post exchanges, and we have taken a lot of evidence concerning 
the requests of the services, and from retail business. We have fur- 
nished each member of the full committee with the recommendations 
which the subcommittee has made as a result of these hearings. 

Originally, we had jurisdiction over a limited number of. items 
or categories—23 in number. As a result of negotiations which were 
conducted between the parties, the number of items that were in con- 
troversy was reduced to four. In other words, these became unre- 
solved items which the committee was required to rule upon. 

Now, without going into detail on this matter, since we are furnish- 
ing the committee with all of the data and also with our report, I 
may say that, generally, these unresolved items concern men’s sports 
coats and infants’ and ‘children’s clothing, and tires and batteri 
and baby furniture, and an additional proposal made by the arme 
services to incorporate a credit system in the military exchanges. 

The committee has come to definite recommendations on an item- 
to-item basis regarding these matters. We have made our decision, 
passing upon the proposals that have been made. 

And, in submitting the report, I ask that it be approved by the 
entire committee. 

(The report on the military exchange investigation is as follows:) 


BACKGROUND 


An April 12, 1949, the chairman of the House Armed Services Committee 
appointed a subcommittee to conduct an inquiry into the retail-sales activities 
of the military services. Principal interest centered on the operations of the 
= exchanges of the Army and Air Force and the ships’ service stores of the 
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After very extensive hearings, the subcommittee reported its findings and 
recommendations to the full committee on August 2, 1949, on which date the 
report was approved as submitted. 

As a result of that investigation, a substantial number of changes were made 
in the operation of these activities: 

1. The list of merchandise authorized for resale was very substantially 
limited. 

2. Special-order privileges, under which authorized purchasers could buy a 
wide variety of items of merchandise not carried in stock, were abolished. 

3, Luxury) items were deleted from the authorized list, 

4. It was required that the Federal retail excise tax be imposed on appropriate 
items of: merchandise. 

5. The activities were required to assume the overhead expenses except for 
the building in which the activity was conducted and the salaries of military 
supervisory personnel. 

6, The list of authorized purchasers was limited. 

7. An improved system of identification of authorized purchasers was required. 

While it. was as true in 1949 as it is today. that there are some who would 
abolish military exchanges, the results of the 1949 investigation met with the 
general approval of most elements of the retail industry as well as the military 
services. The best evidence of this lies in the fact that the House Conimittee 
on Armed Services did not receive a dozen complaints on the operation of 
mhilitary exchanges from August of 1949 until January of 1957. 

In the 88d Congress, complaint was made to the committee that unauthorized 
purchasers were finding little difficulty in making purchases at military ex- 
changes. This subject was investigated by the investigating subcommittee 
ef the: House Armed Services Committee. While it was true that some pur- 
ehases had been made by unauthorized purchasers, the investigating subcom- 
mittee took the position that the proper remedy under such circumstances 
was to tighten the system of identification rather than curtail the activities of 
service exchanges. 

So the House Armed Services Committee endorsed military exchange activi- 
ties, operated for the necessity, convenience, and comfort of military personnel, 
their dependents, and other authorized purchasers, in the 8lst Congress, and 
reaffirmed that position in the 838d Congress. 


CURRENT INVESTIGATION 


During 1956 an interservice committee was created to study the presently 
authorized list of merchandise, with the view. of determining whether or not 
some changes should be made. The Interservice Committee consisted of an 
assistant secretary from each of the military services, under the chairmanship 
of Hon. Robert H. Fogler, who was then Assistant Secretary of the Navy. 

On September 4, 1956, Secretary Fogler, in behalf of the Interservice Com- 
mittee, submitted a letter to the chairman of the Armed Services Committee, 
attaching a list of the proposed changes. The list included 23 items or classes 
of items. In this connection, it is pertinent to note that the Interservice Com- 
mittee had under consideration the views of field commanders of all of the 
services. Based upon the combined views of these field commanders, a list of 
67 items was prepared for consideration. All of these items were screened by 
the Interservice Committee. Asa result, the list of 67 items was initially reduced 
to 29 items which were then forwarded to the 3 service Secretaries. Further 
review at that level resulted in the 29 items being further reduced to 23 items. 
It was this final action which was submitted in Secretary Fogler’s letter of 
September 4, 1956. 

Since the Congress was in adjournment at the time this proposal was submitted 
to the committee, no action occurred until the 85th Congress convened. On 
January 15, 1957, the chairman of the House Armed Services Committee ap- 
pointed a subcommittee to consider the pending proposal of the military services, 
limiting the subcommittee’s jurisdiction to items in the proposal. At that time it 
was determined that representatives of the retail industry had not been consulted 
regarding the proposed changes. While there was no requirement for such 
consultation, it was the view of the subcommittee that it should not take uni- 
lateral action on the proposal without first seeking the viewpoint of the various 
segments of the retail industry. It was the further view of the subcommittee 
that substantial understanding might result from conferences between military 
and retail representatives. Asa result, a series of conferences.were held between 
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military representatives and representatives of the retail industry during Febru- 
ary and March. A substantial degree of agreement resulted from these confer- 
ences. When the subcommittee began its public hearings on April 3, 1957, sub- 
stantial agreement had been reached on 19 of the 23 items or categories con- 
tained in the proposal. 

It must be understood that all of the 23 items or classes of items contained in 
the proposal were not new items. As a matter of fact, only five of the items 
were new: Portable typewriters, maternity dresses, baby furniture, sports coats, 
tires, and batteries. -Among the remaining items, it was proposed to either 
raise the cost limitation imposed in the 1949 agreement, such as increasing the 
cost limitation on sweaters from $5 to $7.50, or adding additional items to a 
previously authorized class, such as increasing the category of children’s clothing 
from age 6 to age 12. 

A better understanding of the proposal and the degree of agreement which had 
been attained by the opening of public hearings on April 3 may be obtained 
from a study of the following table. Column 1 shows the item under considera- 
tion. Column 2 shows the present authority governing each item. Column 3 
shows the changes from present authority recommended by the military services. 
Column 4 shows the nature of the agreement, if any, resulting from the confer- 
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ence. 


It will also be noted in the table that the military withdrew items 3, 11, 


and 19, which reduced the original list from 23 to 20 items or categories. 
(The table above referred to is as follows:) 


Analysis of proposed changes to list of items authorized in exchanges 





Item 


@) Tappurtter, port- 
able. 
(2) Cuff links (military) - 


@) Sweaters, civilian... 

(4) Brassiers...........-- 

(5) Girdles and garter 
belts. 

(6) Maternity dresses_._-. 


<7) Watch straps and 
attachments. 


(8) Blankets, sheets, and 
pilloweases. 
(9) Electrical appliances. 


(10) Flatware. ............ 


(11) Glasses, drinking-...- 
(12) Record players_...... 


(18) Shirts, men’s civilian. 


II 


Presently authorized 


Not authorized .......... 


Cuff links (military), 
$7.50 limit. 


$5 
Brassiers, $5 limit......- 


ee ia and \ eg belts, 


Not authorized.......... 

Watch straps and at- 
tachments (exclusive 
of those marie of pre- 
cious metals), 

Blankets, sheets, and 
pillowcases (exclusive 
of electric blankets). 

Electric appliances, $15 
limit, except mixers, 
$30 limit, 


Pee: eivilian, 


Flatware, including 
chest, $25 limit per 
set of 34 pieces. 

Glasses, drinking, $0.25 
limit. 

Record players, $25 
limit. 

Shirts, white, collar at- 
tached, $2 limit. 


Tir 


Recommended by 
Assistant Secretary of 
the Navy 


Cuff links (military). ..-. 


Sweaters, civilian, $7.50 


Girdles and garter belts. 


Maternity dresses__....- 
Watch straps and at- 
tachments. 


Blankets, sheets, and 
pillowcases. 


Electrical appliances, $20 
limit, except mixers, 
fans, and vacuum 
cleaners, $30 limit. 

Flatware, including 
chest, $35 per set of 
34 pieces. 

Cae drinking, $0.50 

mit 

Record players, : table 
and portable types, 
$50 limit. 

Shirts, white, collar at- 
tached, $3,50 limit, 


IV 


Proposed revision recom- 
mended by mutual- 
agreement between- 
retailers and services- 
representatives 





Typewriter, portable.... Typemriter, portable, 


Cuff Minks (mflitary) 
No limit when pre- 
scribed by service reg- 
ae as item of 


unifor: 
civilian, $5- 


Sweaters, 
limit, 

inane $5 limit, ex- 
anh maternity pe. 

les and garter belts, 

oF 50 limit, except ma- 
ternity ty 

Maternity resses. 

Watch straps and at- 
a $5 limit. 


Blankets, sheets, and 
pillowcases, 


Electrical appliances, $15 
limit, except mixers, 
fans, vacuum cleaners, 
coffeemakers, $30 limit. 

Flatware, including 
chest, $35 per set of 34 
pieces. 

Glasses, drinking, $0.25 
limit. 

Rasond players, The 
an portable types, 
$50 limit. 


Shirts, white, eo} 
collar attached, $2.50 
limit. 
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Analysis of proposed changes to list of items authorized in eachanges—Continued 








(14) Baby furniture....... 


(15) Cleaning and main- 
tenance equipment 
and supplies. 


(16) Dinnerware........-.- 


{17) Radios, table and 
portable. 


(18) All other a of 
and recrea- 
tional 7 ipment 
and supplies, _ 
manual arts and 
garden tools, pho- 
tographic film, ac- 
cessories and sup- 
plies. 


(19) Rings_............--- 
(20) Sport coats........... 


(21) Infants’ and chil- 
dren’s clothing and 
accessories. 


(22) Automotive acces- 
sories, tires, and 
batteries. 


(23) Cameras, projectors... 











Ir III 
Recommended b 
Presently authorized Assistant Secretary of 
the Navy 
Not authorized_......... = oe such as 
and high chairs. 


Cleaning and mainte- 
nance equipment and 
supplies, $5 limit. 


Dinnerware, $12.50 limit 
per set. 


Radios, any type, $35 
limit. 


All other items of sports 
and recreational equip- 
ment and _ supplies 
aud manual arts and 
garden tools, photo- 
graphic film, accesso- 
ries and supplies, $25 
limit. 


Cleaning and mainte- 
nance equipment and 
supplies, $10 limit. 


Dinnerware, $25 limit 
per set of at least 4- 
place settings. 


Radios, table and port- 
able types, $50 limit. 


All other items of sports 
and recreational equip- 
ment and _ supplies 
and manual arts end 
garden tools, photo- 
graphic film, accesso- 
ries and supplies, $75 
limi 


Rings .$35 limit -...... Rings, $50 limit. .......-. 
Not authorized_......... Coats, men, sport.....-- 
Infants’ clothing........ Infants’ and children’s 


Supplies and accessories, 
$5 limit per item; 
tires, not authorized; 
batteries, not author- 

oun projectors, $35 
ameras, ‘ 
limit. 


clothing and accesso- 
ries up to age 12. 


Other automotive acces- 
sories, $10 limit; tires, 
authorized; batteries, 
authorized. 


Cameras, projectors, $50 
limit. 








IV 


Proposed revision recom- 
mended by. mutual 
agreement between 
retailers and services 
representatives 





Baby furniture as fol- 
lows: car seat, $5 limit; 
safety gates, $6 limit; 
umper (bouncer), $8 
4 ; walker; crib — 
ress, n chair, 
training se at, $10 limit; 
bassinet p bed, $12 

feeding table, 
$12.50 limit; high chair, 
youth chair, playpen, 
— mattress, $15 
imit; baby bath aD 
ler, yout bed, 
limit; baby bi 
chest of drawers, 
limit. Cribs (cost price 
limitation being nego- 
tiated). 

Cleaning and mainte- 
nance equipment and 
supplies, $5 limit, ex- 
cept carpet sweepers, 
ironing boards, kitchen 
stools, clothes dryers, 
$10 limit. 

Dinnerware, excluding 
chinaware, earthen- 
ware, and plasties (cost 
price limitation being 
negotiated). 

Radios, table and 
able types, $35 limit 
except transistors, $50 
limit. 

All other items of sports 
and recreational equip- 
ment and_ supplies. 
and manual arts and 
garden tools, photo- 
graphic film and sup- 
plies, $25 limit, except 
power tools, photo- 
graphic accessories, 
lawn mowers, $50 limit, 

Rings, $35 limit. 

Coats, men, sport and 
casual, 

Infants’ and children’s 
clothing and accesso- 
ries up to age 12 (mo 
agreement). 

Automotive accessories, 
$10 limit; tires (no 
agreement); batteries 
(no agreement). 


Cameras, projectors, $50 
limit. 





On the basis of the foregoing, the subcommittee was of the opinion that only 
four of the items or classes of items remained unresolved at the time public 


hearings began. 


However, for reasons unknown to the subcommittee, various 


segments of the rétail industry began to recede from their previous agreements 


after the public hearings began. 


posal was again before the subcommittee for resolution. 
The final public hearing on the service proposal was held on April 10. 


As a result, the entire list included in the pro- 





On or about the same date, the subcommittee was informally advised that a 
proposal had been made to institute a system of credit, on a trial basis, in some 
of the military exchanges. It was subsequently learned that a credit system, 


on a 1-year trial basis, was to be instituted on July 1, 1957, at the Wright- 
Patterson Air Force Base, Ohio, and March Air Force Base, Calif. 
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When this proposal became publicly known, it generated.a large volume of 
protest. The chairman of the full committee, Mr, Vinson, considered the mat- 
ter of sufficient importance to expand the jurisdiction of the subcommittee to 
include this question of a credit system. 

Coincidental with that action, Mr. Vinson requesed the Secretary of the Air 
Force to defer all action in connection with the implementation of the credit 
system on any basis until the matter could be considered by the subcommittee 
and reported to the full committee. The Secretary of the Air Force agreed to 
the request of the chairman, and the credit proposal now stands in a deferred 
status. 

SUBCOMMITTEE CONSIDERATION OF THE PROPOSALS 


As has previously been stated, substantial agreement had been reached on 19 
of the 23 items or categories under consideration prior to the beginning of 
the subcommittee’s public hearings on April 3, 1957. This is not to say that 
representatives of retail industry were in full accord with the 19 items or classes 
of items as originally proposed by the services. Agreement was reached on 10 
of the items after the military services had agreed to certain restrictions or 
reductions in their original proposals. In six instances, retail representatives 
agreed to the items as originally proposed. The military representatives with- 
drew three of the items from consideration. The four remaining items could 
not be resolved during the course of the conferences and were left to be re- 
solved by the subcommittee. These items were (1) men’s sport coats, (2) 
the inclusion of infants and children’s clothing from age 6 to age 12, (3) auto- 
mobile tires and batteries, (4) baby furniture. 

Previous mention has been made of the inability of the subcommittee to un- 
derstand why retail representatives receded from their previous agreements. 
The subcommittee is of the firm opinion that the retail representatives acted 
in the best of faith in the agreements which they made, and that their subse- 
quent withdrawal, in whole or in part, from these agreements was based princi- 
pally upon the fear o fan unrestrained expansion of military exchanges and 
the philosophy which prevails in certain segments of the retail industry that 
military exchanges should be abolished because they constitute unwarranted 
competition with the retail industry. 

The House Armed Services Committee has on two previous occasions endorsed 
the continuation of military exchanges as being a necessary and integral part 
of service life. 

The subcommittee expresses the view that these previous decisions were sound. 
It also expresses the view that the items which were the subject of previous 
agreement constitute reasonable additions to the list of merchandise authorized 
for resale in military exchanges, and that they should be included on the basis 
of the agreement reached prior to April 3, between representatives of the military 
services and representatives of the retail industry, 


CONSIDERATION OF UNRESOLVED ITEMS 
Men’s sport coats 


It is the judgment of the subcommittee that men’s sport coats do not meet the 
standard of “necessity and convenience” which would be prerequisite to their 
inclusion as items for resale. 

In this connection it noted that the 1949 regulations contain one regulation 
which permits the service Secretaries to deviate from the authorized list of mer- 
chandise whenever an installation commander can prove to the satisfaction of 
his Secretary, or the Secretary’s designee, that circumstances require the addi- 
tion of a new item which is not presently authorized by regulation. 

During the course of the hearings, the services presented a list of all deviations 
which had been made pursuant to this regulation. It is pertinent to note that 
deviation had been allowed for sport coats at 3 naval installations, 2 of which 
are admittedly geographically remote and a third involves a naval school facility 
where civilian rather than military clothing is the required uniform for facuity 
members. 

In no instance was a deviation granted on men’s sport coats at any other mili- 
tary installation within continental United States. The subcommittee feels that 
the strictness with which the deviation authority was applied with reference to 
this item was both commendable and proper, and clearly demonstrates that sport 
coats do not now meet the required standard of necessity and convenience. 
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Infants’ and children’s clothing 

The 1949 agreement authorized infants’ clothing, which meant that the ex- 
changes could provide all of the basic clothing requirements for children up to 
age 6. So this involves the consideration of an extension of a category rather 
than a new category. 

The present military proposal is to stock infants’ and children’s clothing and 
accessories up to age 12. In the conferences with retail representatives, the 
military agreed to restrict the extension of this category so that only the follow- 
ing items of children’s clothing for school wear, from age 6 to 12, could be added: 

skirts and blouses, gloves, shoes, and boys’ sport coats. The subcom- 
mittee believes that this reduced proposal, on the part of the military, is both 
reasonable and necessary, and accordingly recommends its approval. 

The rationalization in the establishment of age 12, as the maximum age to be 
accommodated by the inclusion of these items, lies in the fact that age 12 has a 
specific meaning in the clothing industry. Clothing for ages beyond 12 ceases 
to be classified as children’s clothing. It is also well recognized in industry that 
children’s school clothing within this age group has little or no element of fashion 
or style. This isa category of necessity. 

In reaching this decision the subcommittee is mindful of the fear expressed 
by retail representatives that the military services could, by extension of cate- 
gzories of this type, finally attain a fully integrated clothing establishment. The 
subcommittee disavows any intention of projecting or endorsing such a theory 
by its approval in this instance. Its approval is based upon the acknowledged 
needs of the younger married families among the enlisted personnel and the 
junior officers. 

In this connection, it is noted that 80 percent of all officers, and 39 percent 
of all enlisted personnel in the military services are married, and that the 
average military family has 1.32. children. 


Tires and batteries 


Considering these items in their inverse order, the subcommittee believes that 
it is generally recognized that an automobile battery is an emergency item. 
There is no such thing as a spare battery. 

The subcommittee further recognizes the fact that large numbers of military 
personnel drive extensively in commuting between their homes and their duty 
assignments, in all types of weather and in all climates within continental United 
States. The subcommittee believes that it is both necessary and reasonable to 
include batteries as an authorized item for sale in military exchanges, and it 
so recommends. 

In its consideration of the proposal to stock automobile tires, the subcommittee 
received the widest possible variation of testimony in support as well as in 
opposition to this item. Recognizing that the normal equipment of the modern 
nutomobile includes a spare tire, the subcommittee cannot conclude that tires 
fall within the same category as batteries. 

In addition, it is recognized that the sale of automobile tires includes a number 
cf required services which could not be expected to be normally available at 
military exchanges. Tires must be mounted. They should be balanced. There 
are also certain guaranties which should be attendant upon the sale of tires. 
The subcommittee also takes cognizance of the fact that tires cannot be bought 
on credit at a military exchange, and it further believes that most military per- 
sonnel who would require a complete change of tires would be compelled to rely 
upon credit for their purchase. 

The subcommittee concludes that the inclusion of automobile tires as an 
authorized item for resale in all domestic exchanges is not justified and recom- 
mends against it. 


Baby furniture 


The military originally proposed to add this item under the category “baby 
furniture such as cribs and high chairs.” During the course of the conferences 
retailers suggested that this category was too broad in its implications and 
that the specific items of baby furniture, together with a cost limitation on each, 
should be substituted. In furtherance of this suggestion, 20 items of baby furni- 
ture, with a specific cost limitation on each, were submitted by industry as a 
substitute for the service proposal, This substitute proposal was fully acceptable 
to the services. However, industry withdrew from its agreement in this instance. 
Following the conclusion of public hearings on April 10, the National Retail 
Furniture Association submitted a letter to the subcommittee, under date of 
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April 15, 1957, submitting a stil difféererit list of baby furniture which it would 
approve if sold only to military personnel and if limited to those oxeuanae in 
the United States which were not in competition with private civilian facilities. 

The subcommittee is of the opinion that a restricted list of baby furniture 
items, with specific cost limitations on each, is a category of necessity which 
should be allowed. While industry originally agreed to 20 items, with specific 
cost limitations, the subcommittee recommends approval of 12 items with cost 
limitations, as follows: 

Car seats, $5 

Safety gates, $6 

Bassinets and car beds, $12 

High chairs, mattresses, and playpens, $15 

Stroller, baby bath, and cribs, $20 

Baby buggys and chests of drawers (juvenile), $25 

The foregoing list deletes eight items originally agreed to in the conferences. 
The price limitations which the subcommittee recommends for the foregoing 
items are the same as those recommended by retail industry at the time of 
initial agreement during the prehearing conferences. 

In addition to the foregoing items, it is recognized that there are many addi- 
tional items of baby furniture which are highly desirable but do not meet the 
standard of necessity and convenience which would authorize their inclusion 
in the recommended list. The subcommittee believes that the foregoing list 
includes only items of necessity and that the recommended cost limitation pre- 
cludes any possibility that any item other than items of necessity can be sold. 
Accordingly, it recommends approval of this recommendation. 


PROPOSAL TO INCORPORATE A CREDIT SYSTEM IN MILITARY EXCHANGES 


As previously mentioned, the subcommittee did not become aware of a mili- 
tary proposal to institute a system of credit on a 1-year trial basis in 2 mili- 
tary exchanges until it had concluded its public hearings on the specific items 
which were the subject of the original proposal. When the facts became known, 
the chairman of the full committee expanded the jurisdiction of the subcom- 
mittee, directing that it consider this proposal and include its findings on this 
subject in its report to the full committee. Pursuant to that directive, the sub- 
committee conducted an open hearing on this subject on July 10. 

All representatives of the retail industry who requested an opportunity to 
appear in opposition to this proposal appeared and testified during the public 
hearing. They pointed out that a credit system in military exchanges would 
constitute the worst type of competition with the retail industry and would 
deprive the retail industry of a legitimate advantage which it now has in 
attracting military as well as civilian buyers. It was also pointed out that the 
institution of a system of credit would be an expensive undertaking. If this 
additional expense were to be absorbed from the gross revenue of exchange 
business, it could only serve to widen the price differential which exists between 
resale items in military exchanges and comparable items in the retail industry. 
The subcommittee agrees with these objections of the retail industry and 
deplores the fact that some military persons, through ignorance, sheer stupidity, 
or otherwise, publicly emphasize the price advantage which they enjoy in service 
exchanges. 

There are numerous other reasons fully set forth in the hearings, which 
prompt a decision that this venture into a credit system in military exchanges 
should not be allowed. 

It is recognized that very limited credit is presently extended in many military 
exchanges, principally for uniforms. This is a well-known fact to members of 
the retail industry who were specifically asked during the course of the hear- 
ings of July 10 whether or not there was any objection to the very restricted 
credit which had been fully explained. In no instance was any objection raised 
on the part of the retail industry. However, on the matter of extending a 
general system of credit to the military exchange operations, the subcommittee 
fully agrees with the views of retail industry and strongly recommends against 
it. 

The foregoing recommendation should in no sense be considered as a reflection 
upon military personnel as a credit risk. On the contrary, the retail industry 
considers them to be preferred credit risks. 
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ADDITIONAL CONSIDERATIONS AND FINDINGS 


While the jurisdiction of the subcommittee was confined to the 23 items or 
groups of items contained in the proposal of September 4, 1956, and the addi- 
tional] proposal to institute a credit system on a trial basis, certain additional 
matters arose in connection with the consideration of the foregoing subjects. 
These matters are considered to be of such importance as to necessitate the 
inclusion of the subcommittee’s opinion with reference to them in this report. 


Deviation regulation 


In order that there might be reasonable flexibility in the regulations which 
were issued in 1949, a regulation which would permit deviation from the regu- 
lations was included. This is set forth as paragraph 1-108 of the Armed 
Services Exchange Regulations. In general, it permits any installation com- 
mander to request the Secretary of his department to add an item for resale 
in his exchange when such item is not specifically authorized by regulation. 
He is required to show special circumstances in support of this request. When 
a deviation is granted, it must be reported to the other departments, and to 
the Assistant Secretary of Defense for Manpower and Reserve Forces, for in- 
formation. 

During the course of the subcommittee’s hearings, a question was raised as 
to whether or not the services were placing too liberal an interpretation upon 
the authority granted in the deviation regulation. As a result, the subcommittee 
requested that a list of all deviations allowed since August 1949 be furnished 
for the record. 

Having studied the list, the subcommittee concludes that for the most part 
the deviations which were granted were justified on the basis of isolation or 
other sound reasons. 

However, the subcommittee cannot help but be disturbed over the wide dis- 
parity between the respective services in the application of the deviation regu- 
lation. This observation is particularly pertinent to tires and batteries. In 
the case of the Navy, deviation has been permitted so as to allow the sale of 
tires and batteries at only three installations, and these three installations are 
isolated under any reasonable interpretation of that term. On the other band, 
deviation has been permitted for the same items at 95 Army and Air Force 
installations. The subcommittee cannot rationalize such a variation in appli- 
cation. 

In connection with this situation, it is noted that the Secretary of the Army 
and the Secretary of the Air Force have delegated their authority to make devia- 
tions to the Board of Directors for Army-Air Force Exchange and Motion Picture 
Service. This is a board of 6 general officers, 3 representing the Army and 8 rep- 
resenting the Air Force. While the subcommittee does not impugn the integrity 
of the members of this Board, it cannot help but feel that the authority to make 
deviations should be confined to the civilian level within the Department, rather 
than delegated to the military level. 

The question under consideration is not exclusively military. It is one of 
continuing interest and concern to the retail industry. While it is obvious that 
deviations are proper under some circumstances, the subcommittee is of the firm 
opinion that such authority should be sparingly used, and that the authority to 
permit such deviation should not be delegated below the level of an Assistant 
Secretary of the respective military services. Persons at the secretariat level 
come to such position from various fields of civilian enterprise. They have an 
appreciation for both the military and civilian aspects of this problem. They 
would more likely render a decision which would command mutual respect 
rather than a military board which understandably places primary emphasis on 
the military concept. 
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Amendment of the regulation in question is not required in order to accomplish 
this result. The result may be accomplished administratively, and the subcom- 
mittee recommends that a committee letter to this effect be forwarded ‘to the 
respective service Secretaries. A suggested format is as follows: 

‘(The letter referred to follows :) 

“Deak Mr. Secretary: The Philbin subcommittee, appointed to consider the 
military proposal to expand the list of items sold in military exchanges, has 
reported to the full committee and the report has been approved. 

“The subcommittee has recommended, among other things, that the authority 
to make deviations from the authorized list of merchandise, which authority is 
contained in the 1949 regulations governing this subject, be not delegated below 
the level of an Assistant Secretary of the respective military departments. 

“The full committee has approved this recommendation and it is respectfully 
requested that appropriate implementing action be taken. 

“It is also respectfully suggested that a review of the deviations authorized 
since 1949 by the respective departments be accomplished after implementation 
of the foregoing recommendation in order to insure the propriety of the action 
originally taken. 

“Sincerely yours, 
“Cart Vinson, Chairman.” 
General 


Representatives of the retail industry have reiterated their past fears that 
service exchanges are on the way to becoming fully integrated department-store 
operations and constitute an ever-growing competitive menace to retail indus- 
try. They have again raised these questions: 

What is the purpose of a military exchange? 

What is the definition of “‘necessity and convenience”? 

The subcommittee reiterates the position taken by the full committee in 1949, 
and reaffirmed in 19538, which was to maintain “An attractive exchange where 
items of necessity, comfort, and convenience, and reasonable gift items may 
be readily obtained.” 

When this question was before the committee in 1949, the committee took the 
following position: “The committee does not subscribe to the philosophy that 
these activities should be maintained primarily for the generation of profits for 
the recreation and welfare fund. We fully recognize the necessity for adequate 
recreation and welfare facilities. However, we take the position that the main- 
tenance of these facilities is a proper responsibility of the Congress.” 

As previously expressed in this report, the subcommittee disavows any idea 
that military exchanges will become fully integrated commercial operations 
through the process of extension of various categories. The military services 
must continue to practice restraint in the scope of exchange operations, being 
ever mindful that the primary mission of the exchange is to provide a service, 
not to generate a profit. 

On the other hand, the subcommittee observes that some elements of the retail 
industry would reduce the service exchange to a canteen and operate it from the 
back end of some empty warehouse. Such a viewpoint is as erroneous as that 
of the commanding officer who feels that he must have an exchange stocked 
with everything. There is a community of interest involved in this question. 
It can and must be solved by men of intelligence and reason. Extremists on 
either side of the question contribute nothing but irritation. 


RECOMMENDATIONS 


1. The subcommittee recommends that the following items or categories be 
approved for resale in military exchanges. Since the military withdrew its 
request in 3 instances, final consideration has been given to 20 items. Column 
I shows the item of category approved and, where appropriate, the cost limita- 
tion imposed. Column II shows the basis for the action taken. 





I 
Item and nature of approval 


(2) Cuff links (military), no limit 
when prescribed by service regu- 
lations as item of uniform. 

(3) Withdrawn by military__.______ 

(4) Brassieres, $5 limit, except mater- 
nity 

(5) Girdles and garter belts, $4.50 
limit, except maternity type. 

(6) Maternity dresses._......-_._.____ 

(7) Watch straps and attachments, $5 
limit. 

(8) Blankets, sheets, and pillow cases__ 

(9) Electrical appliances, $15 limit ex- 
cept mixers, fans, vacuum clean- 
ers, coffee makers, $30 limit. 

(10) Flatware, including chest, $35 

limit per set of 34 pieces. 

(11) Withdrawn by military... 

(12) Record players, table and port- 
able types, $50 limit. 

(13) Shirts, white, civilian, collar at- 
tached, $2.50 limit. 

(14) Baby furniture, as follows: Car 
seats, $5 limit; safety gates, $6 
limit; bassinetts and car beds, 
$12 limit; high chairs, mat- 
tresses, and playpens, $15 limit; 
strollers, baby bath, und cribs, 
$20 limit; baby buggies and 
chests of drawers (juvenile), 
$25 limit. 

(15) Cleaning and maintenance equip- 
ment and supplies, $5 limit, ex- 
cept carpet sweepers, ironing 
boards, kitchen stools, clothes 
driers, $10 limit. 

(16) Dinnerware, excluding chinaware, 
earthenware, and plastics, $25 


limit. 

(17) Radios, table and portable types, 
$35 limit, except transistors, $50 
limit. 

(18) All other items of sports and re- 
creational equipment and sup- 
plies and manual arts and gar- 
den tools, photographic film and 
supplies, $25 limit, except power 
tools, photographic accessories, 
lawn mowers, $50 limit. 

(19) Withdrawn by military._..__..... 

(20) Coats, men, sport and casual____ 

(21)Infants’ and children’s clothing 

and accessories up to age 12. 

(22) Automotive accessories, $10 limit; 

batteries. 


(23) Cameras, projectors, $50 limit... 





II 


Basis of approvai 
(1) Typewriter, portable, $70 limit... Compromise in conference and ap- 


proved by subcommittee. 
Do. 


Do. 
Do. 

Agreed in conference. 
Do, 


Do. 
Compromised in conference and ap- 
proved by subcommittee. 


Agreed in conference. 


Do. 


Compromised in conference and ap- 
proved by subcommittee. 

Compromised in conference, further re- 
duced, and approved by subcommittee. 


Compromised in conference and ap- 
proved by subcommittee. 


Compromised in conference, price limit 
determined, and appreved by sub- 
committee. 

Compromised in conference and ap- 
proved by subcommittee. 


Do. 


Disapproved by subcommittee. 

Approved in limited form by subcom- 
mittee. 

Automotive accessories agreed in con- 
ference and approved by subcommit- 
tee. Batteries approved by subcom- 
mittee. Tires disapproved by sub- 
committee. 

Agreed in conference and approved by 
subcommittee. 
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2. The subcommittee recommends disapproval of the proposal to incorporate 
a credit system in military exchanges, either on a limited or a general basis. 

3. The subcommittee recommends that the authority to deviate from the author- 
ized list of items be restricted to the Secretariat level of the respective services. 

The Cuarrman. May I ask you this question: Is the retail ind 
or the people on the outside of the Pier they in agreement wi 
this statement? 

Mr. Puitsr. For the most part, I think that they are in agreement 
with this statement. 

=e Cuarrman. Is the Department in agreement with this state- 
ment 

Mr. Pais. As the gentleman knows, we started out with about 23 
items which were in controversy and in disagreement. As a result 
of our hearings and negotiations, the number of items of disagree- 
ment was reduced to about four. 

The Cuarrman. Now—— 

Mr. Puier1n. We have been required to take the bull by the ho 
so to speak, and make our ruling with respect to these four. But 
think, generally speaking, it would be a fair statement to say that, on 
the whole, the retail business groups are not dissatisfied with the find- 
ings of the committee. 

The Cuairman. Then the retail association will go along without 
any further criticism of this kind of compromise? 

Mr. Puicern, I believe, in the main, that that is the position taken 
‘by most of the retail associations. 

The Cuamman. Now what is the attitude of the Department repre- 
senting the PX? 

Mr. Puietrn. I think the departments also are agreeable. 

The Cuamman. Now, Mr. Smart, as the general counsel for the 
subcommittee, have you any comments to make? 

Mr. Smart. In order to keep the record perfectly straight, Mr. 
Chairman, there is before each member a two-sheet summary which 
shows the precise status of this subject at the time the subcommittee 
began its public hearings on April 3. 

In the right-hand column on that sheet, or on those two sheets, it 
will show the nature of the agreement which had been entered into by 
retailers and representatives of the military prior to the beginning of 
the hearings. ‘That covered 19 of the 23 items or categories under 
consideration by the subcommittee. 

At the time of the opening of the hearings, because they continued 
to oppose military exchanges on a basis of principle, many of the 
retailers withdrew from their previous agreement, but clearly indi- 
cated that it was on the basis of principle, and not ‘because they were 
ae opposed to the items themselves. So much for the two 
sheets. 

The single sheet before each of the members sets forth the recom- 
mendations of the subcommittee, which recommendations are befora 
the full committee for approval or disapproval or modification. It 
shows the 23 items and the action in each case. 

Items. 3, 11, and 19 had been withdrawn by the military. They 
were sweaters, water glasses, and rings, respectively. 

That narrowed it down to 20 items. ; 

The subcommittee row the stocking of men’s sport coats, 

It disapproved the stocking of automobile tires, as a general item 
for stock in all exchanges. 
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. It.approved the stocking of automobile batteries as an emergency 
item. 

It likewise approved automobile accessories which had been the 
subject of a previous agreement prior to the beginning of our 
hearings. 

It gave limited approval to baby furniture and infants’ clothing 
between ages 6-12. 

The main part of that sheet, represents recommendation No. 1. 

Recommendation No. 2 is: The subcommittee recommends disap-« 
proval of the proposal A to incorporate a credit system in military ex- 
changes, either on a trial or a general basis. 

The CHuarrman. I want to compliment the subcommittee on that 
sound decision, because it would have been a serious mistake to open 
credit in PX’s. 

Mr. Smart. The fina] recommendation, Mr. Chairman. The sub- 
committee recommends that the authority to deviate from the author- 
ized list of items, be restricted to the secretariat level of the respective 
services. 

And in that connection may I say that in the Army and Air Force 
they have a Board of Directors for exchanges and motion picture 
services. 

The Secretary of the Army and Secretary of the Air Force have 
delegated to that Board the authority to deviate from the list of items 
which are included in the regulations. If, by isolation, hardship, or 
what not, a base commander can show a case of hardship, then this 
Board may authorize him to deviate. 

The Cuarrman. That must be done at secretary level ? 

Mr. Puisi. Secretary level. 

Mr. Smart. The subcommittee insists that that should not be dele- 
gated below the level of Assistant Secretary. 

And at the meeting on yesterday, Mr. Chairman, it was recom- 
mended that there be incorporated in the committee report the format 
of a letter to go forward from the chairman to each of the military 
services. May I read it? 

DeaR Mr. SeEcrETARY: The Philbin subcommittee appointed to consider the 
military proposal to expand the list of items sold in military exchanges has 
reported to the full committee, and the report has been approved. The subcom- 
mittee has recommended, among other things, that the authority to make devia- 
tions from the authorized list of merchandise, which authority is contained in 
the 1949 regulations governing this subject, be not delegated below the level 
of Assistant Secretary of the respective military departments. The full com- 
mittee has approved this recommendation and it is respectfully requested that 
appropriate implementing action be taken. 

It is also respectfully suggested that a review of the deviations authorized 
since 1949 by the respective departments be accomplished after implementa- 
tion of the foregoing recommendation in order to insure the propriety of the 
action originally taken. 

The Cuarmrman. Members of the committee, are there any questions 
you want to ask with reference to the report of the subcommittee? 

Mr. Bares. Mr. Chairman. 

The Cuamman. Mr. Bates. 

Mr. Bates. Mr. Smart, item 13 refers to shirts, white, civilian. Of 
course, the Navy uses a white shirt for the uniform. Does that mean 
they would be precluded from wearing a certain type of shirt if it costs 
above $2.50? 
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Mr. Smart. If it is an item of uniform apparel it is not subject to a 
cost limitation. 

Mr. Bares. Specifically, in a Navy exchange, could they sell an Ar- 
row shirt, which costs more than $2.50? 

Mr. Smart. They are still permitted to. This relates to the dress 
shirt that anybody would wear downtown—not to an item of uniform 


wr : 
r. Bates. Well, of course, they can use a white shirt either for 
civilian purposes or for military purposes? 

Mr. Smart. That is strictly an advantage that the naval officer has 
over Army, Air Force, and other officers. 

Mr. Bates. Do we understand that in the Navy exchange they could 
sell an Arrow shirt, or whatever shirt might cost more than $2.50? 

Mr. Smart. That is correct. 

The CuHamman. Without objection, the recommendation of the 
subcommittee is agreed to. And without objection, I will send to the 
Department the letter that Mr. Smart has just read. 

Now I want to thank Mr. Philbin and the other members of the 
subcommittee. 

Mr. Smart. Mr. Philbin, Mr. Kitchin, Mr. Huddleston, Mr. Bray, 
and Mr. Devereux. 

The Cuarmman. I want to thank each one of you for this splendid 
report you made. We dissolve this subcommittee as a result of their 
completion of their work. 

O 





